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Macquarie Global Listed Infrastructure?

Canary in the coal mine? Understanding the opportunity in airports

In 2020, airport traffic volumes around the world were nearly zero in April and May. The global COVID-19 pandemic
and associated travel restrictions created a lot of uncertainty about the pace of the eventual recovery in volumes,
and the market priced these airport assets as though the traffic would disappear forever. One did not need to have
an accurate forecast of when passengers would return to see the significant valuation opportunity that the sector
presented.

This is an exceptional example of the market focusing too much on the short term - in this case, focusing on short-
term traffic - which then presents opportunities for investors with a longer-term perspective. In fact, there was a
brief period towards the end of 2020 when we held a positive view of airports (probably the most positive we have
ever had about the sector) and invested significantly in Sydney Airport and Auckland Airport when their share prices
fell after the early impacts of the pandemic.

Interestingly, today we see a similar story in the same sector. However, in our view, the market is now too focused
on the travel recovery story. With passenger volumes returning to pre-pandemic levels and pent-up demand driving
significant travel spend across both international and domestic travelers, airports have continued to fly high.
European airports (European Union (EU), European Economic Area (EEA), the UK, and Switzerland) saw an almost
122% increase in passenger volumes, according to data from Airports Council International (ACl), as more countries
opened up to visitors.

1 Macquarie Listed Infrastructure is an equity team within Macquarie Asset Management’s (MAM) Equity & Multi-Asset business.
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Projected global quarterly passenger traffic compared to the 2019 level
(2020-2024, quarterly indexed, 2019 level = 100%)

Compared to 2019%
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From here, the market expectations for

100% continued growth in passenger volumes
doesn’t seem to slow down. According to ACI,
global passenger numbers are expected to
nearly double between 2024 and 2042 and be
2.5 times higher in 2052. By 2042, this growth
60% rate sees international passenger traffic
reaching 8.7 billion and domestic passenger
traffic to attain 10.6 billion.
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While on the surface the growth profile looks
20% attractive, we believe it is another example
where the market is overly focused on short-
term traffic. This insight looks to dig deeper
0% into the sector assessing the current
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Source: World Airport Traffic Forecasts (WATF, aci.aero)

From an investment perspective, there are several consistent thematics worth considering:

1. Capital expenditure (capex)

While the market has been focused on the recovery in traffic post-pandemic, it has, in our view, forgotten that many
airports had significant capacity constraints before the pandemic. With traffic now recovering to near or above pre-
pandemic levels, market focus may eventually need to switch from near-term traffic trends to the often very
significant amount of money many airports will need to invest in new terminals and runways to facilitate future
growth. As regulatory approval is often needed for large capex plans, capacity constraints may mean that passenger
growth slows for a few years. If growth can continue, it often comes at the expense of operating leverage, as more
crowded airports require higher costs, and airports may not be able to adjust their tariffs accordingly.

Importantly, we have seen this before (the Beijing Airport is just one example) where the market shows enthusiasm
about the near-term outlook for volume and revenue growth but overlooks the negative impact of required capex on
free cash flow growth and the balance sheet.

In Europe, there is a clear divergence between the large, listed airport operators, with several in the middle of large
capex programs and others likely needing to begin. Fraport, which was at capacity in 2019, is currently completing a
more than €4 billion new terminal project (due to be opened in 2026). Meanwhile, Athens International Airport in
embarking on a €650 to 700 million project to expand an existing terminal. These expansion projects are weighing
heavily on cash generation at these companies. On the contrary, even though in 2019 several of the main airports
were more than 90% utilised, airport operator Aena’s cash flows continue to benefit from low capex. This is set to
change in the next regulatory period (starting in 2027) when annual capex could potentially double to fund expansion
projects across much of its network.

2. Sovereign risk

Unlike privatised listed airports such as Auckland Airport where there is a stronger alignment of interest with
shareholders, some airports, such as Airports of Thailand and Athens International Airport, are majority-owned by
the government. Given how important the tourism sector is to these economies, there is an ever-present risk of
decisions being made that are not in the best interests of minority shareholders. A recent example of this is when
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Airports of Thailand announced that it would be closing down duty-free shops at the arrivals area of its airports. This
is to comply with new measures from the government aimed at encouraging travelers to spend outside rather than
inside the country’s airports

3. Regulation

Regulation remains a key consideration for airports. Below, we outline four examples of the potential implications..

Airport Commentary

Auckland Airport Recently had its draft aeronautical pricing decision and the company may need to cut
tariffs depending on the final decision in early 2025.

ENAV S.p.A ENAV is currently in discussions with the European Air Traffic Control regulator
(EuroControl) for the next regulatory period (2025 to 2029). EuroControl recently
announced a pan-EU target for unit cost reduction of 1.2% for the period (this drives
the tariff development), which compared favourably to the ~3% unit cost reduction
target in the current regulatory period.

Aeroports de Paris  Currently does not have a regulatory framework, which means that the company
needs to resort to annual negotiations with the regulator to determine tariffs. While
this has advantages and disadvantages, one of the key challenges has been trying to
pass through higher-than-expected inflation in the last few years without a clear
mechanism to do so

Aena Aena is about to embark on regulatory discussions for the next regulatory period,
which will start in 2027. One of the key considerations is the tariff projection path.
During the first two regulatory periods, Aena could not raise its tariffs, but that
moratorium expires with the next regulatory reset.

4. Canary in the coal mine? Short-term passenger volumes

Macquarie has recently noted that the European and US airlines are starting to announce profit warnings, cutting
their 2024 guidance. These warnings have been driven mainly by weaker pricing, which suggests that demand is
starting to weaken. It's not yet clear if this is a supply issue (i.e., the airlines simply put too much capacity into the
market) or demand driven (no one can afford to travel because of increases in ticket prices). However, when it
comes to airline profitability, pricing is, in our experience, usually the first leg to fall, followed by capacity cuts to
save costs. Indeed, there seem to be two camps forming: those preparing to use price to win market share (Ryanair)
and those willing to cut capacity to preserve costs (Air France-KLM and Lufthansa).

Aviation 2024 profitability commentary

Airline Date Commentary

Ryanair 22 July 2024 In its fiscal 1Q25 results, Ryanair noted that late bookings were
weaker than expected. As a result, the company now expects fares
in the summer of 2024 to be materially down year over year. The
company believes that the weakness is driven by customers being
more price sensitive rather than an oversupply of capacity.
However, Ryanair noted that it does not plan to cut back on its

capacity targets.
Lufthansa 12 July 2024, Ahead of its 2Q24 Lufthansa cited a “market-related decline in
31 July 2024 yields in all regions.” The company flagged Asia as the main source

of weakness. Management flagged overcapacity on most
international routes and suggested that it would trim its capacity
plans heading into 2H24 and 2025.
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Airline Date Commentary
Airfrance-KLM 1 July 2024, Air France-KLM issued a profit warning on the back of weaker-than-
25 July 2024 expected revenue at Air France and Transavia for the summer

season. In particular, the company noted that traffic growth to
Paris is lagging other European cities as inbound travelers seem to
be avoiding Paris during the Olympics. The company also noted that
French citizens were avoiding travel until after the Olympics.
Additionally, the company noted that summer 2024 bookings
remain weak across all segments (long-haul, short-haul, and on its
low-cost carrier, Transavia).

With challenges come opportunities... then and now

Along with toll roads, railways, and seaports, airports can be an attractive investment opportunity.

Then...

A covid 19 case study - Transportation

During the COVID-19 pandemic, we began conducting scenario analysis for transportation-related companies to get
a feel for the range of outcomes, given the uncertainty about volumes at the time.

This was across all modes of transport: road, rail, and air. We created three macroeconomic scenarios around the
pace of the recovery based on our estimates of the strongest, weakest, and most-likely cases. For road and rail, we
split volumes between truck and car traffic. Given that most of the travel was domestic, the impact of from the
pandemic did not last long and traffic quickly recovered to pre-pandemic levels. For example, for Vinci's French toll
roads, volumes were down more than 50% year over year in 2Q20 (when the pandemic first struck) but were down
only around 10% compared with 2019 by 3Q20 and were back to 2019 levels by 3Q21.

A much bigger divergence occurred at the airports, where traffic dropped almost to zero for April and May 2020, and
travel restrictions created a lot of uncertainty about the pace of the eventual recovery in volumes. To better
understand the sensitivities of the traffic recovery, we segmented passengers into three components: domestic,
short-haul international travel (for example, pan-EU travel), and long-haul international (i.e. intercontinental). Given
the various travel restrictions, we believed that each segment would face a difference recovery profile.

Now...

As a result of the broader discussion above, Macquarie has significantly lower allocation to the airport sector as of
July 2024 than many peers and the S&P Global Infrastructure Index (reference benchmark). Despite this positioning,
Macquarie is selectively exposed to what the team believes are the strongest opportunities in the space, including
assets like ENAV, the air traffic controller in Italy, and Athens International Airport.

ENAV Aerial view of Athens International Airport
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Conclusion

Sorting through short-term noise and focusing on true opportunities is often easier said than done, but it is, in our
view, a core element to delivering strong long-term returns to investors.

Over the past five years, the Macquarie Global Listed Infrastructure Team has seen two such opportunities in the
airport sector. In 2020, the global pandemic and travel restrictions created a lot of uncertainty about the pace of the
eventual recovery in volumes. In 2024, the market has once again become preoccupied with short-term passenger
numbers. This time, however, we believe the risk is to the downside for the sector and a selective approach to
positioning is key.

The above discussion serves to highlight the importance of active management and the ability to dynamically
allocate based on the opportunity set. We believe that utilising a specialist infrastructure manager like Macquarie
can deliver improved risk-adjusted returns to investors.

Contact us

Visit Macquarie Asset Management to find out more about our range of investments and how our solutions can help
you to meet your goals.

Have a question. Please click here to contact us and one of our team will respond.
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Key risks

The potential for adverse events in the global infrastructure sector to impact the performance of the investments of
the Strategy. Investments in securities issued by companies which are principally engaged in the infrastructure
business will subject the Strategy to risks associated with direct investment in infrastructure assets. Factors such as
the availability of finance, the cost of such finance in general as well as in comparison to prior periods, the level of
supply of suitable infrastructure projects and government regulations relating to infrastructure may influence the
value of these investments and hence the Strategy.

The risks of investing in the infrastructure sector include those listed here.

New project risk: Where an infrastructure issuer invests in new infrastructure projects, it is likely to retain some
residual risk that the project will not be completed within budget, within the agreed time frame and to the agreed
specification.

Strategic asset risk: Infrastructure assets may include strategic assets, that is, assets that have a national or
regional profile, and may have monopolistic characteristics. The nature of these assets may generate additional risk
given the national/regional profile and/or their irreplaceable nature and may constitute a higher risk target for
terrorist acts or political actions.

Documentation risk: Infrastructure assets are often governed by a complex series of legal documents and
contracts. As a result, the risk of a dispute over interpretation or enforceability of the documentation may be higher
than for other issuers.

Operation risk: Should an infrastructure issuer fail to maintain and operate the assets efficiently, the ability to
maintain payments of dividends or interest to shareholders may be impaired. Failure by the infrastructure issuer to
carry adequate insurance or to operate the asset appropriately could lead to significant losses and damages.

International investments entail risks including fluctuation in currency values, differences in accounting principles, or
economic or political instability. Investing in emerging markets can be riskier than investing in established foreign
markets due to increased volatility, lower trading volume, and higher risk of market closures. In many emerging
markets, there is substantially less publicly available information, and the available information may be incomplete
or misleading. Legal claims are generally more difficult to pursue. The Strategy may invest in preferred stock and
hybrid securities, which may have special risks. Preferred and hybrid securities may include provisions that permit
the issuer, at its discretion, to defer distributions for a stated period without any adverse consequences to the
issuer. Some preferred and hybrid securities are non-cumulative, meaning that the dividends do not accumulate and
need not ever be paid. A portion of the Strategy’s assets may include investments in non-cumulative preferred or
hybrid securities, under which the issuer does not have an obligation to make up any arrears to its investors.
Preferred and hybrid securities may be substantially less liquid than many other securities, such as common stocks
or US government securities. Generally, preferred and hybrid security holders (such as the Strategy) have no voting
rights with respect to the issuing company unless preferred dividends have been in arrears for a specified number of
periods, at which time the security holders generally may select a number of directors to the issuer’s board.
Generally, once all the arrears have been paid, the security holders no longer have voting rights. In certain varying
circumstances, an issuer of preferred or hybrid securities may redeem the securities prior to a specified date. For
instance, for certain types of preferred or hybrid securities, a redemption may be triggered by a change in federal
income tax or securities laws. A redemption by the issuer may negatively impact the return of the security held by
the Strategy.

Macquarie Group Limited 6



Strictly confidential

Important information

Source for all performance data unless noted: Macquarie.

For investment professional and institutional investor use only. Not for use with the public. EQ-EUROPE GLI 07/2024 3793647

This document is a marketing communication issued by Macquarie Asset Management (MAM). The information in this document is general in nature and
does not constitute legal, tax or investment advice or an offer or a solicitation to engage in any investment activity. Before acting on any information, you
should consider the appropriateness of it having regard to your particular objectives, financial situation and needs and seek advice. Investing involves risk,
including the possible loss of principal. The distribution and the offering of funds in certain jurisdictions may be restricted by law. The views expressed represent
the investment team’s assessment of the Strategy and market environment as of the date indicated, and should not be considered a recommendation to buy,
hold, or sell any security, and should not be relied on as research or investment advice. Holdings are as of the date indicated, and subject to change. Past
performance is no guarantee of future results (including from an environmental, social or governance (“ESG") or sustainability perspective).

MAM is the asset management division of Macquarie Group. MAM is a full-service asset manager offering a diverse range of products across public and private
markets including fixed income, equities, multi-asset solutions, private credit, infrastructure, renewables, natural assets, real estate, and asset finance. The
Public Investments business is a part of MAM and includes the following investment advisers: Macquarie Investment Management Business Trust (MIMBT),
Macquarie Funds Management Hong Kong Limited, Macquarie Investment Management Austria Kapitalanlage AG, Macquarie Investment Management Global
Limited, Macquarie Investment Management Europe Limited, and Macquarie Investment Management Europe S.A. In Switzerland, the Representative in
Switzerland is Carnegie Fund Services S.A., 11, rue du Général-Dufour, CH-1204 Geneva, Switzerland. The Articles, the Prospectus, the Key Investor Information
Documents, and the most recent annual and semiannual reports for Switzerland can be obtained free of charge at the Swiss Representative’s office. The Paying
Agent in Switzerland is Banque Cantonale de Geneve, 17, quai de I'lle, CH-1204 Geneva, Switzerland. The Fund is authorised by the Swiss Financial Supervisory
Authority FINMA for distribution to qualified investors and non-qualified investors in and from Switzerland. For recipients in the European Economic Area, this
document is a financial promotion distributed by Macquarie Investment Management Europe S.A. (MIME S.A.) to Professional Clients or Eligible Counterparties
defined in the Markets in Financial Instruments Directive 2014/65/EU. MIME S.A. is authorised and regulated by the Commission de Surveillance du Secteur
Financier. MIME S.A. is incorporated and registered in Luxembourg (Company No. B62793). The registered office of MIME S.A. is 10A Boulevard Joseph II, L-1840
Luxembourg. For recipients in the United Kingdom, this document is a financial promotion distributed by Macquarie Investment Management Europe Limited
(MIMEL) to Professional Clients or Eligible Counterparties defined in the Markets in Financial Instruments Directive 2014/65/EU. MIMEL is authorised and
regulated by the Financial Conduct Authority. MIMEL is incorporated and registered in England and Wales (Company No. 09612439, Firm Reference No. 733534).
The registered office of MIMEL is Ropemaker Place, 28 Ropemaker Street, London, EC2Y 9HD. The investment capabilities described herein are managed by
MIMEL, with day-to-day management responsibilities sub-delegated to relevant affiliated managers. This document has not been prepared in accordance with
legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

For recipients in Australia, this document is provided by Macquarie Investment Management Global Limited (ABN 90 086 159 060 Australian Financial Services
Licence 237843) solely for general informational purposes. This document does not constitute a recommendation to acquire, an invitation to apply for, an offer
to apply for or buy, an offer to arrange the issue or sale of, or an offer for issue or sale of, any securities in Australia. This document has been prepared, and is
only intended, for ‘wholesale clients’ as defined in section 761G of the Corporations Act and applicable regulations only and not to any other persons. This
document does not constitute or involve a recommendation to acquire, an offer or invitation for issue or sale, an offer or invitation to arrange the issue or sale,
or an issue or sale, of interests to a ‘retail client’ (as defined in section 761G of the Corporations Act and applicable regulations) in Australia. For recipients in
Asia, the information on this webpage is not, and should not be construed as, an advertisement, an invitation, an offer, a solicitation of an offer or a
recommendation to participate in any investment strategy or take any other investment action, including to buy or sell any product or security or offer any
banking or financial service or facility in any jurisdiction where it would be unlawful to do so. The content on this webpage is for informational purposes only and
is intended for institutional investors and investment professionals only. For recipients in Japan, this document is provided to Qualified Institutional Investors
and other professional investors only by Macquarie Investment Management Advisers and/or its affiliate(s), which is/are supported by Macquarie Asset
Management Japan Co., Ltd. (“MAMJ”), a Financial Instruments Business Operator: Director General of the Kanto Local Finance Bureau (FIBO) No.2769 (Member
of Japan Investment Advisers Association and Type Il Financial Instruments Firms Association). MAMJ may distribute this document to nonprofessional
investors by providing appropriate disclosure and taking any other action required to comply with the Financial Instruments and Exchange Act of Japan and with
any other applicable laws and regulations of Japan. For recipients in Hong Kong, this document is provided by Macquarie Funds Management Hong Kong Ltd
(CE No. AGZ772) (“MFMHK”), a company licensed by the Securities and Futures Commission (“SFC”), to “professional investors” (within the meaning of the
Securities and Futures Ordinance (“SFO”) and the rules made thereunder) only for the purpose of giving general information. The information contained in this
document has not been approved or reviewed by any regulatory authority in Hong Kong and is provided on a strictly confidential basis for your benefit only and
must not be disclosed to any other party without MFMHK's prior written consent. If you are not the intended recipient you are not authorised to use this
information in any way. Units in any funds mentioned herein may not be offered or sold in Hong Kong by means of this document or any other document other
than to persons who are “professional investors” as defined in the SFO and rules made thereunder or in circumstances which do not constitute an offer to the
public for the purposes of the SFO or any other applicable legislation in Hong Kong. Units in any funds mentioned herein may not be offered or sold in Hong Kong
by means of this document or any other document other than to persons who are “professional investors” as defined in the SFO and rules made thereunder or in
circumstances which do not constitute an offer to the public for the purposes of the SFO or any other applicable legislation in Hong Kong. Republic of Korea:
The purpose for supplying the presentation material to you is (i) to obtain your valuable feedback on the likely investors’ interests in investing, and (ii) to further
develop the investment proposal. Any information contained in this document is NEITHER (i) an offer to sell or a solicitation of an offer to subscribe or purchase
or a recommendation of any securities or interests referred to the funds listed herein (if any) NOR (ii) is purported to be providing any information in regards to
such. No representation is made with respect to the eligibility of any recipients of this document to acquire securities under the laws of Korea, including, without
limitation, the Foreign Exchange Transaction Law and regulations thereunder. The securities have not been registered with the Financial Services Commission of
Korea for public offering under the Financial Investment Services and Capital Markets Act of Korea, and the securities may not be offered, sold or delivered, or
offered or sold to any person for reoffering or resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and
regulations of Korea. Furthermore, the securities may not be resold to Korean residents unless the purchaser of the securities complies with all applicable
regulatory requirements (including, without limitation, governmental approval requirements under the Foreign Exchange Transaction Law and its subordinate
decrees and regulations) in connection with the purchase of the securities. By the purchase of any securities, the relevant holder or owner thereof will be
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deemed to represent and warrant that if it is in Korea or is a resident of Korea, it purchased the securities pursuant to the applicable laws and regulations of
Korea.

Other than Macquarie Bank Limited ABN 46 008 583 542 (“Macquarie Bank”), any Macquarie Group entity noted in this document is not an authorized
deposit-taking institution for the purposes of the Banking Act 1959 (Commonwealth of Australia). The obligations of these other Macquarie Group
entities do not represent deposits or other liabilities of Macquarie Bank. Macquarie Bank does not guarantee or otherwise provide assurance in respect
of the obligations of these other Macquarie Group entities. In addition, if this document relates to an investment, (a) the investor is subject to
investment risk including possible delays in repayment and loss of income and principal invested and (b) none of Macquarie Bank or any other Macquarie
Group entity guarantees any particular rate of return on or the performance of the investment, nor do they guarantee repayment of capital in respect of
the investment.

Use of data

In preparing this document, MAM has used a variety of data sources, including data it has gathered itself directly from investee companies and/or publicly
available sources, and data provided by third party data providers. Any data source used may not be comprehensive, may use estimations or may involve a
qualitative assessment, for example by a third party data provider. Further, there may be discrepancies between data sources, as well as data gaps, lags or
limitations in the methodology for a particular data source. Divergent

ESG-related views, approaches, methodologies and disclosure standards exist in the market, including among data providers, with respect to the identification,
assessment,

disclosure or determination of “ESG” factors, indicators or principal adverse impacts associated with an investment, product or asset, and different persons may
consider or treat the same investment, product, asset, targets, actions or the like, differently from a sustainability perspective. Data provided by a third party
may also be subject to change. MAM has taken reasonable steps to mitigate the risks associated with any data limitations but does not make any representation
or warranty as to the completeness or accuracy of any third-party data (whether actual or estimated), or of any other data that is disclosed in this document.
The Global Industry Classification Standard (“GICS”) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. (“MSCI”) and
Standard and Poor’s, a division of the McGraw-Hill Companies, Inc, (“S&P) and is licensed for use by Macquarie Group. Neither MSCI, S&P nor any third party
involved in the making or compiling of the GICS or any CICS classifications makes any express or implied warranties with respect to such standard or
classification (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim any warranties of originality, accuracy,
completeness, merchantability and fitness for a particular purpose with respect to any of such standard or classification. Without limiting any of the foregoing,
in no event shall MSCI, S&P, any of their affiliates or any third party involved in making or compiling the GICS or any GICS classifications have any liability for any
direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.

All third-party marks cited are the property of their respective owners. © 2024 Macquarie Group Limited.
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